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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q includé&sward-looking statementsiithin the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of theufities Exchange Act of 1934, as amended (“Exgha¥ct”)
including, in particular, the statements aboutmans, strategies and prospects under the heé&ting 2.
Management'’s Discussion and Analysis of Financahdition and Results of Operationsf Part | — Financial
Information of this Form 10-Q. Forward-looking statents involve many risks and uncertainties andesspan
expectation or belief and contain a projectionnmgaassumption with regard to, among other things future
revenues, income, expenses or capital structuah Satements of future events or performance @trguarantees
of future performance and involve estimates, assiompand uncertainties. The words “could,” “maiptedict,”
“anticipate,” “would,” “believe,” “estimate,” “expet,” “forecast,” “project,” “objective,” “intend,"continue,”
“should,” “plan,” and similar expressions, or thegatives thereof, are intended to identify forwkraking
statements unless the context requires otherwise.

” ” ” w "

Some important factors that could cause our acasallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesategr

= impacts of renewable energy generation, naturapgass and other market factors on wholesale grice

= weather-related damage to our electrical system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylarapacity;

= purchased power costs and availability;

= regulatory action, including, but not limited tbetreview of our basic rates and charges by thiarad
Utility Regulatory Commission (“IURC");

= federal and state legislation and regulations;

= changes in our credit ratings or the credit ratioigEhe AES Corporation (“AES”);

= fluctuations in the value of pension plan assédsfdations in pension plan expenses and our waldlit
fund defined benefit pension and other post-retieinplans;

= changes in financial or regulatory accounting petic

= environmental matters, including costs of compleandth current and future environmental laws and
requirements;

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= |ocal economic conditions, including the fact ttie local and regional economies have struggleslitiir
the recession and weak economic climate the pasydars and continue to face uncertainty for the
foreseeable future;

= acts of terrorism, acts of war, pandemic eventsatural disasters such as floods, earthquakegdoss,
ice storms, droughts or other catastrophic events;

= costs and effects of legal and administrative pedo®gs, audits, settlements, investigations anidheland
the ultimate disposition of litigation;

= industry restructuring, deregulation and compatitio

= issues related to our participation in the Midcoatit Independent System Operator, Inc. (“MISQO”),
including the cost associated with membership aadé¢covery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codsitéid subsidiary Indianapolis Power & Light Comp#iigL”).
All such factors are difficult to predict, containcertainties that may materially affect actualibssand many are
beyond our control. Except as required by the faldscurities laws, we undertake no obligationublicly update
or review any forward-looking information, whethas a result of new information, future events teotise. If
one or more forward-looking statements are updatednference should be drawn that additional upslatill be
made with respect to those or other forward-looldtaiements.
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PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Comghensive Income
(In Thousands)

Three Months Ended,

June 30,

Six Months Ended,
June 30,

2013

2012

2013

2012

UTILITY OPERATING REVENUES

UTILITY OPERATING EXPENSES:
Operation:
Fuel
Other operating expenses
Power purchased
Maintenance
Depreciation and amortization
Taxes other than income taxes
Income taxes - net
Total utility operating expenses
UTILITY OPERATING INCOME

OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during construction
Miscellaneous income and (deductions) - net
Income tax benefit applicable to nonoperating ineom
Total other income and (deductions) - net

INTEREST AND OTHER CHARGES:
Interest on long-term debt
Other interest
Allowance for borrowed funds used during constitti
Amortization of redemption premiums and expenseeint
Total interest and other charges - net
NET INCOME

LESS: PREFERRED DIVIDENDS OF SUBSIDIARY
NET INCOME APPLICABLE TO COMMON STOCK
ADD OTHER COMPREHENSIVE INCOME

COMPREHENSIVE INCOME ATTRIBUTABLE TO
COMMON STOCK

$ 299,569 292,659

$ 626,586 $593,763

94,092 74,257 199,799 158,571
58,778 53,784 113,549 107,042
18,073 33,278 41,284 64,519
29,092 28,395 54,107 51,129
45,455 44,551 90,505 87,275
11,403 10,890 23280 22,171
10,893 12,921 29,317 30,522
267,786 258,076 551,841 521,229
31,783 34,583 74,745 72,534
889 220 1,611 391
(648) (62) (1,185) (606)
5236 4,972 11,104 10,442
5,477 5,130 11,530 10,227
26,463 25,875 52,513 51,712
433 469 862 920
(511)  (148) (921) (624)
1,287 1,226 2,572 2,433
27,67227,422 55,026 54,441
9,588 12,291 31,249 28,320
804 804 1,607 1,607

$ 87848 11487 $ 29642 $ 26,713
$ 8,784$ 11487 $ 29642 $ 26,713

See notes to unaudited condensed consolidateccfalatatements.
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Balance Sheets
(In Thousands)

June 30, December 31,
2013 2012
ASSETS
UTILITY PLANT:
Utility plant in service 4,408,542 4,382,534
Less accumulated depreciation 2,086,929 2,043,540
Utility plant in service - net 2,321,613 2,338,994
Construction work in progress 129,004 70,169
Spare parts inventory 16,012 15,445
Property held for future use 1,002 1,002
Utility plant - net 2,467,631 2,425,610
OTHER ASSETS:
Nonutility property - at cost, less accumulategmciation 530 533
Other investments 5,682 5,333
Other assets - net 6,212 5,866
CURRENT ASSETS:
Cash and cash equivalents 31,413 18,487
Accounts receivable and unbilled revenue (lelssvahce
for doubtful accounts of $2,293 and $2,047peetively) 131,103 141,508
Fuel inventories - at average cost 48,795 45,236
Materials and supplies - at average cost 58,683 57,256
Deferred tax asset - current 10,292 10,809
Regulatory assets 3,394 4,906
Prepayments and other current assets 46,918 21,135
Total current assets 330,598 299,337
DEFERRED DEBITS:
Regulatory assets 512,019 523,839
Miscellaneous 32,222 30,695
Total deferred debits 544,241 554,534
TOTAL 3,348,682 3,285,347
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's deficit:
Paid in capital 12,138 11,811
Accumulated deficit (15,288) (15,030)
Total common shareholder's deficit (3,150) (3,219)
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term debt 1,821,283 1,651,120
Total capitalization 1,877,917 1,707,685
CURRENT LIABILITIES:
Short-term and current portion of long-term d@idte 4) 50,000 160,000
Accounts payable 108,417 76,343
Accrued expenses 23,382 24,310
Accrued real estate and personal property taxes 19,542 19,405
Regulatory liabilities 30,140 10,475
Accrued interest 29,390 31,979
Customer deposits 25,623 24,796
Other current liabilities 9,861 11,210
Total current liabilities 296,355 358,518
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Regulatory liabilities 580,141 570,344
Accumulated deferred income taxes - net 337,480 341,859
Non-current income tax liability 6,306 6,138
Unamortized investment tax credit 7,411 8,162
Accrued pension and other postretirement benefits 224,302 274,017
Miscellaneous 18,770 18,624
Total deferred credits and other long-terabilities 1,174,410 1,219,144
COMMITMENTS AND CONTINGENCIES (Note 6)
TOTAL 3,348,682 3,285,347

See notes to unaudited condensed consolidateccfal@atements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Cagtows
(In Thousands)

Six Months Ended,

June 30,
2013 2012
CASH FLOWS FROM OPERATIONS:
Net income $ 31,249 $ 28,320
Adjustments to reconcile net income to net cashiged by operating activities:
Depreciation and amortization 91,245 89,360
Amortization of regulatory assets 1,729 231
Deferred income taxes and investment tax cesljitstments - net (3,665) (8,490)
Allowance for equity funds used during constiarc (1,490) (295)
Change in certain assets and liabilities:
Accounts receivable 10,404 (629)
Fuel, materials and supplies (4,986) (13,154)
Income taxes receivable or payable (9,136) 70
Financial transmission rights (9,682) (4,787)
Accounts payable and accrued expenses 1,306 (352)
Accrued real estate and personal property taxes 137 639
Accrued interest (2,589) 766
Pension and other postretirement benefit exggens (49,715) (13,976)
Short-term and long-term regulatory assetsliabdities 28,031 15,324
Other - net (5,895) (5,733)
Net cash provided by operating activi 76,943 87,294
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utility (86,043) (56,958)
Grants under the American Recovery and Reinvegt/et of 2009 891 2,663
Cost of removal, net of salvage (2,884) (5,879)
Other (2,187) (3,230)
Net cash used in investilactivities (90,223) (63,404)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 129,000 50,000
Short-term debt repayments (129,000) (44,000)
Long-term borrowings, net of discount 169,728 -
Retirement of long-term debt, including make-vehptovision (110,377) -
Dividends on common stock (29,900) (29,600)
Preferred dividends of subsidiary (1,607) (1,607)
Deferred financing costs paid (1,636) (166)
Other 2) 4)
Net cash provided by (used in) financing activ 26,206 (25,377)
Net change in cash and cash equiva 12,926 (1,487)
Cash and cash equivalents at beginning of period 18,487 27,283
Cash and cash equivalents at end of period $ 31,413 $ 25,796
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) $ 55,067 $ 51,227
Income taxe $ 31,00(¢ $ 28,50(
As of June 30,
2013 2012
Non-cash financing and investing activities:
Accruals for capital expenditures $ 43621 $ 19,896

See notes to unaudited condensed consolidateccfal@tatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Conam Shareholder's Deficit
and Noncontrolling Interest
(In Thousands)

Total Common Cumulative
Shareholder's Preferred Stock of

Paid in Capital Accumulated Deficit Deficit Subsidiary

2012
Beginning Balance $ 11,367 $ (17,213) $ (5,846)% 59,784
Comprehensive Income attributable to common stock:

Net income applicable to common stock 26,713 26,713
Distributions to AES (29,600) (29,600)
Contributions from AES 220 220
Balance at June 30, 2012 $ 11,587 $ (20,100) $ (8,513)$ 59,784
2013
Beginning Balance $ 11,811 $ (15,030) $ (3,219)% 59,784
Comprehensive Income attributable to common stock:

Net income applicable to common stock 29,642 29,642
Distributions to AES (29,900) (29,900)
Contributions from AES 327 327
Balance at June 30, 2013 $ 12,138 $ (15,288) $ (3,150)$ 59,784

See notes to unaudited condensed consolidatecfalatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@onsolidated Financial Statements

For a list of certain abbreviations or acronymsdusethe Notes to Unaudited Condensed Consolidaiteghcial
Statements, settem 1B. Defined Termsfincluded in Part | — Financial Information of thierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. (“IPALCQO”) is a holding mpany incorporated under the laws of the statadiiha.
IPALCO is a wholly-owned subsidiary of The AES Cargtion (“AES”). IPALCO was acquired by AES in Marc
2001. IPALCO owns all of the outstanding commorcktof its subsidiaries. Substantially all of IPALGO
business consists of the generation, transmisdistribution and sale of electric energy condud¢tedugh its
principal subsidiary, Indianapolis Power & Light @pany (“IPL"). IPL was incorporated under the lasighe
state of Indiana in 1926. IPL has approximately,8@0 retail customers in the city of Indianapolisl ameighboring
cities, towns and communities, and adjacent ruedsall within the state of Indiana, the mostatispoint being
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhtnse
customers. IPL owns and operates two primarily-foatl generating plants, one combination coal gasHfired
plant and two combustion turbines at a separaetsitt are all used for generating electricity.’ et electric
generation design capability for winter and sumis&,272 Megawatts (“MW") and 3,148 MW, respectivel

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidatethé&ial Statements (the “Financial Statement<iuide
the accounts of IPALCO, IPL and Mid-America CapRasources, Inc., a non-regulated wholly ownedididry
of IPALCO. All significant intercompany amounts lealveen eliminated. The accompanying financial statés
are unaudited; however, they have been preparaccimrdance with accounting principles generallyepted in the
United States of America for interim financial infieation and in conjunction with the rules and regjohs of the
Securities and Exchange Commission. Accordinglgy tho not include all of the disclosures requirgabcounting
principles generally accepted in the United Stafesmerica for annual fiscal reporting periodstiie opinion of
management, all adjustments of a normal recurratgre necessary for fair presentation have bedunded. The
electric utility business is affected by seasonehthier patterns throughout the year and, theretfoeegperating
revenues and associated operating expenses agemeraited evenly by month during the year. Theaedited
financial statements have been prepared in accoedaith the accounting policies described in IPALE@®nnual
Report on Form 10-K for the year ended DecembeRB12 (“2012 Form 10-K”) and should be read in cofion
therewith. Certain prior period amounts have beetassified to conform to current year presentation

Use of Management Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United
States of America requires that management makaicestimates and assumptions that affect thertegho
amounts of assets and liabilities and disclosumaofingent assets and liabilities at the datdeffinancial
statements. The reported amounts of revenues gqrahses during the reporting period may also betaffieby the
estimates and assumptions that management is edgoimake. Actual results may differ from thosinestes.

New Accounting Pronouncements

In February 2013, the FASB issued Accounting Stedslblpdate No. 2013-02Reporting of Amounts Reclassified
Out of Accumulated Other Comprehensive Incbmegjuiring companies to present current periodassifications
out of accumulated other comprehensive income (“RDEor significant items reclassified out of AO@I net
income in their entirety in the period, companiasstireport the effect of the reclassifications lom tespective line
items in the statement where net income is predehtecertain circumstances, this can be done effiate of that
statement. Otherwise, it must be presented in thesnThe amendments in this update are effeaivEPALCO
beginning January 1, 2013 and did not have anyéinpaIPALCO’s consolidated financial statements.



3. FAIR VALUE MEASUREMENTS
Fair Value Hierarchy

Financial Accounting Standards Board Accountingn8sads Codification (*“ASC”) 820 defined and estshéid a
framework for measuring fair value and expandedldssires about fair value measurements for findasisets and
liabilities that are adjusted to fair value on eurging basis and/or financial assets and liabdgitihat are measured at
fair value on a nonrecurring basis, which have mguosted to fair value during the period. In ademrce with ASC
820, we have categorized our financial assetsiabdities, based on the priority of the inputshe valuation
technique, following the three-level fair valuedaieehy prescribed by ASC 820, as follows:

Level 1 - unadjusted quoted prices for identicakgs or liabilities in an active market.

Level 2 - inputs from quoted prices in markets vehieading occurs infrequently or quoted pricesstruments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefaawn assumptions about the inputs used in prithegasset or
liability.

IPALCO did not have any financial assets or lidigii measured at fair value on a nonrecurring basikh have
been adjusted to fair value during the periods vy this report. As of June 30, 2013 and Decer@be2012,
all of IPALCO'’s financial assets or liabilities adjed to fair value on a recurring basis (exclugiagsion assets —
see Note 5,Pension and Other Postretirement Ben&fitgere considered Level 3, based on the abovevédire
hierarchy. These primarily consisted of financiahsmission rights, which are used to offset MIS@gestion
charges. Because the benefit associated with fialainansmission rights is a flow-through to IPltsisdictional
customers, IPL records a regulatory liability maighthe value of the financial transmission rightsaddition,
IPALCO had one financial asset, a nonutility invesht accounted for using the cost method of acaoginivhich
is measured at fair value on a nonrecurring bagiain using Level 3 measurements. These finanssats and
liabilities were not material to the financial gatents in the periods covered by this report, iddizily or in the
aggregate.

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgpther speculative purposes. The estimated &irevof financial
instruments has been determined by using availabi&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ofvilue.
Accordingly, the estimates presented herein armeo¢ssarily indicative of the amounts that we doedlize in a
current market exchange. The use of different miaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts

Cash Equivalents

As of June 30, 2013 and December 31, 2012, ouregsivalents consisted of money market funds. aivevalue
of cash equivalents uses Level 1 measurementswntbdheir short maturity, approximates their beakue,
which was $5.4 million and $6.4 million as of JWB& 2013 and December 31, 2012, respectively.

Indebtedness

The fair value of our outstanding fixed rate ded been determined on the basis of the quoted batikes of the
specific securities issued and outstanding. Bectading of our debt occurs somewhat infrequentiy,consider
the fair values to be Level 2. The purpose of digslosure is not to approximate the value on tsbof how the
debt might be refinanced.



The following table shows the face value and tleviaue of fixed rate and variable rate indebtes$rior the
periods ending:

June 30, 2013 December 31, 2012
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 1,825.3 1,947.5% 1,765.3% 2,012.3
Variable-rate 50.0 50.0 50.0 50.0
Total indebtedness $ 1,875.3% 1,997.5% 1,815.3% 2,062.3

The difference between the face value and the icermalue of this indebtedness represents unameortizscounts
of $4.0 million and $4.2 million at June 30, 201Ri@ecember 31, 2012, respectively.

4. INDEBTEDNESS
IPL First Mortgage Bonds

In June 2013, IPL issued $170 million aggregateqgipial amount of first mortgage bonds, 4.65% Sedas June
2043. Net proceeds from this offering were appratety $167.6 million, after deducting the initialrphasers’
discount and fees and expenses for the offeringlgayoy IPL. The net proceeds from the offeringavesed in
June of 2013 to finance the redemption of $110imnilaggregate principal amount of IPL first mortgdmpnds,
6.30% Series, due July 2013, and to pay relates] éegoenses and applicable redemption prices. Weasang all
remaining proceeds to finance a portion of our mmmental construction program and for other gdremgorate
purposes.
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5. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following table (in thousands) presents infaiorafor the six months ended June 30, 2013 rejdtirthe
Employees’ Retirement Plan of Indianapolis Poweright Company and the Supplemental Retirement Bfan

Indianapolis Power & Light Company (“Pension Plgns”

Net funded status of plans:
Net funded status at December 31, 2012, before tagjustments

Netbenefit cost components reflected in net fundetlistduring first quarter:

Service cost

Interest cost

Expected return on assets

Employer contributions during quarter

Net funded status at March 31, 2013 before tax adgtments

Net benefit cost components reflected in net furgtatlis during second quar

Service cost

Interest cost

Expected return on assets

Employer contributions during quarter

Net funded status at June 30, 2013 before tax adjimsents

Regulatory assets related to pensiofts

Regulatory assets at December 31, 2012, before @djustments
Amount reclassified through net benefit cost:

Amortization of prior service cost

Amortization of net actuarial loss

Regulatory assets at March 31, 2013 before tax adjtments
Amount reclassified through net benefit cost:

Amortization of prior service cost

Amortization of net actuarial loss

Regulatory assets at June 30, 2013 before tax adjo®ents

(268,518)

(2,299)
(7,091)
9,572
49,659

(218,677)

(2,299)
(7,090)
9,572

(218,494)

348,393

(1,229)
(5,684)

341,480

(1,229)
(5,684)

334,567

@ Amounts that would otherwise be charged/creditefidzumulated Other Comprehensive Income or Loss @pplication of ASC 715,
“Compensation — Retirement Benefits” are recorded eegulatory asset or liability because IPL hattically recovered and currently

recovers pension and other postretirement benegféreses in rates. These are unrecognized amouritslye recognized as components of

net periodic benefit costs.
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Pension Expense

The following table presents Net Periodic BenebfisCinformation relating to the Pension Plans corabi

For the Three Months Ended, For the Six Months Endd,

June 30, June 30,
2013 2012 2013 2012
(In Thousands) (In Thousands)

Components of net periodic benefit cost:

Service cost $ 2,29 1,996% 4,598% 3,993
Interest cost 7,090 7,558 14,181 15,116
Expected return on plan assets (9,572) (8,138) (19,144) (16,277)
Amortization of prior service cost 1,229 1,062 2,458 2,123
Amortization of actuarial loss 5,684 4,867 11,368 9,735
Net periodic benefit cost $ 6,730% 7,345% 13,461% 14,690

6. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPALCO and IPL are involved in litigation arising the normal course of business. While the resdiltsich
litigation cannot be predicted with certainty, mgeaent believes that the final outcome will notdnavmaterial
adverse effect on IPALCO's results of operatioimsricial condition, or cash flows. Amounts accroeéxpensed
for legal or environmental contingencies collediiv@uring the periods covered by this report hastheen
material to the Financial Statements of IPALCO.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, [ter@vocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full compliawith such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a Notice of ViolatiSBNOV”) and Finding of Violation from the U.S.
Environmental Protection Agency (“EPA”) pursuanttie U.S. Clean Air Act (“CAA”) Section 113(a). TINOV
alleges violations of the CAA at IPL'’s three coikfl electric generating facilities dating backl886. The alleged
violations primarily pertain to the Prevention af&ficant Deterioration and nonattainment New SeuReview
requirements under the CAA. Since receiving thietetPL management has met with the EPA staffndigg
possible resolutions of the NOV. At this time, vamnot predict the ultimate resolution of this mattéowever,
settlements and litigated outcomes of similar case® required companies to pay civil penaltiestaithadditional
pollution control technology on coal-fired electgenerating units, retire existing generating yritsl invest in
additional environmental projects. A similar outaim this case could have a material impact orbosmess. We
would seek recovery of any operating or capitaleexitures related to air pollution control techmypldo reduce
regulated air emissions; however, there can bessorances that we would be successful in thatde¢fak has
recorded a contingent liability related to this teat
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7. INCOME TAXES

IPALCO's effective combined state and federal inediax rates were 39.2% and 38.1% for the threesend
months ended June 30, 2013, respectively, as campard0.9% and 42.9% for the three and six moertioed
June 30, 2012, respectively. The decrease in fhetefe tax rate for the six months ended June28@3 versus the
comparable period was primarily due to a $1.1 millidliscrete tax expense adjustment recorded ifirtheuarter
of 2012 and an increase in the allowance for eduitgs used during construction in 2013. The dessréathe
effective tax rate for the three months ended 3013 versus the comparable period was primduié/to an
increase in the allowance for equity funds usedhduronstruction in 2013.

8. SEGMENT INFORMATION

Operating segments are components of an entefprisenich separate financial information is avaieabnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding haldcate
resources. Substantially all of our business ctssisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaltggrated electric utility. IPALCO’s reportable $iness
segments are utility and nonutility. The nonutiligtegory primarily includes the $400 million 023% Senior
Secured Notes due April 1, 2016 and the $400 milib5.00% Senior Secured Notes due May 1, 2018;
approximately $6.5 million and $6.4 million of ndility cash and cash equivalents, as of June 303 2(d
December 31, 2012, respectively; short-term and-tenm nonutility investments of $4.9 million and.$ million
at June 30, 2013 and December 31, 2012, respagtamd income taxes and interest related to thesesi
Nonutility assets represented less than 1% of IP@IsQotal assets as of June 30, 2013 and Decemh@032.
Net income for the utility segment was $46.9 milliand $44.1 million for the six month periods endade 30,
2013 and 2012, respectively, and $17.8 million $2d.3 million for the three month periods endedeJ8®, 2013
and 2012, respectively. The accounting policiethefidentified segments are consistent with thadieips and
procedures described in the summary of signifieaobunting policies. Intersegment sales, if ang,gemerally
based on prices that reflect the current markeditions.

9. SUBSEQUENT EVENTS

On July 31, 2013, IPALCO received an equity camtaitribution of $49.1 million from AES for fundingeeds
related to IPL’s environmental construction progravhich IPALCO then made the same investment in IPL
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbreigas or acronyms that are found in this Form 10-Q:

2012 Form 10-K

AES
AOCI
ASC
CAA
CCGT
CO;
CPCN
DSM
ELGs
EPA
FERC
The Financial Statements

IDEM
IPALCO
IPL
IURC
kWh
MATS
MW
MISO
NOV
NPDES
Pension Plans

IPALCO'’s Annual Report on Form 10eK the year ended December 31,

2012

The AES Corporation

Accumulated Other Comprehensive Income

Financial Accounting Standards Board Accounstgndards Codification

U.S. Clean Air Act

Combined Cycle Gas Turbine

Carbon Dioxide

Certificate of Public Convenience and Necgssit

Demand Side Management

Effluent Limit Guidelines

U.S. Environmental Protection Agency

Federal Energy Regulatory Commission
The Unaudited Condenseddlidated Financial Statements of IPALGO
“ltem 1. Financial Statementshcluded in Part | — Financial Information
of this Form 10-Q

Indiana Department of Environmental Management

IPALCO Enterprises, Inc.

Indianapolis Power & Light Company

Indiana Utility Regulatory Commission

Kilowatt hours

Mercury and Air Toxics Standards

Megawatt

Midcontinent Independent System Operator, Inc.

Notice of Violation and Finding of Violation

National Pollutant Discharge Elimination $yst
Employees’ Retirement Plan of Ingliali&Power & Light Company and
Supplemental Retirement Plan of Indianapolis Paswverght Company
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Ctdated
Financial Statements and the notes thereto includdtem 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please'@aationary Note
Regarding Forward — Looking Statementt"the beginning of this Form 10-Q. For a listeftain abbreviations or
acronyms used in this discussion, 4&sm 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tbergthe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended June 30, 2013 atittee months ended June 30, 2012
Utility Operating Revenues

Utility operating revenues during the three morghded June 30, 2013 increased by $6.9 million coedpi the
same period in 2012, which resulted from the follaychanges (dollars in thousands):

Three Months Ended

June 30, Percentage

2013 2012 Change Change
Utility Operating Revenues:
Retail Revenues $ 271267 $ 284,181 $ (12,914) (4.5%)
Wholesale Revenues 23,502 3,523 19,979 567.1%
Miscellaneous Revenues 4,800 4,955 (155) (3.1%)
Total Utility Operating Revenues$ 299,569 $ 292,659 $ 6,910 2.4%
Heating Degree Days:
Actual 488 361 127 35.2%
30-year Average 524 551
Cooling Degree Days:
Actual 355 474 (119) (25.1%)
30-year Average 309 302

The decrease in retail revenues of $12.9 millios diae to a 5% decrease in the volume of kilowattfi¢*'kWh")
sold ($9.9 million) and a net decrease in the weiglaverage price per kwWh sold ($3.0 million). T899 million
decrease in the volume of electricity sold was prity due to cooler temperatures in our servicattey during the
second quarter of 2013 versus the comparable p&agdemonstrated by the 25% decrease in cooliggedalays,
as shown above). The $3.0 million decrease in thighted average price of retail kWh sold was prilpaiue to
decreases in fuel revenues of $7.1 million, paytiaifset by increases in Demand Side Manageme»Si”)
program rate adjustment mechanism revenues ofrillibn and favorable block rate variances. Favégdihock
rate variances are attributed to our declining blate structure, which generally provides for desitial and
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commercial customers to be charged a lower per kéhat higher consumption levels. Therefore, dsmes
decrease, the weighted average price per kWh isesea

The increase in wholesale revenues of $20.0 milkas primarily due to a 441% increase in the qtynfikwh
sold ($15.5 million) and a 23% increase in the Widd average price per kWh sold ($4.4 million)Rl’'$ coal-
fired generation has been called upon by MISO talpce electricity more often during the three merghded
June 30, 2013 versus the comparable period in Z2DGRability to be dispatched in the MISO markepiisnarily
impacted by the locational market price of eledtyiand variable generation costs. The amountextatity
available for wholesale sales is impacted by otailrkwad requirements, our generation capacity amtl
availability. We believe the most significant factbat drove up wholesale electricity prices (whicmtributed to
our favorable wholesale volumes) was an increasatural gas prices.

Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the three months endedB0u2812 to
the three months ended June 30, 2013 (in millions):

Operating expenses for the three months ended Jurd®, 2012 $ 258.1
Increase in fuel costs 19.8
Decrease in power purchased (15.2)
Increase in DSM program costs 21
Other miscellaneous variances - 3.0
Operating expenses for the three months ended Jur3®, 2013 $ 267.8

The $19.8 million increase in fuel costs is prityadue to a $19.1 million increase in the quantityuel consumed
as the result of an increase in total electricithes volume in the comparable periods. The $15lBmdecrease in
purchased power costs was primarily due to a 67&tedse in the volume of power purchased duringénimd
($21.0 million), partially offset by a 49% increasethe market price of purchased power ($5.8 anlli The
volume of power we purchase each period is primamfluenced by our retail demand, our generatini capacity
and outages and because at times it is less expdosius to buy power in the market than to prediiourselves.
The market price of purchased power is influena@harily by changes in the market price of delivefeel
(primarily natural gas), the price of environmergalissions allowances, the supply of and demandiéatricity,
and the time of day in which power is purchasedhéhcomparable periods, the increase in natusapgaes had
the largest impact on the market price of purchaseder.

The increase in DSM program costs of $2.1 millwhich are included inOther operating expensesn our
unaudited condensed consolidated statements ofretwempsive income, is attributed to the continued
implementation of IPL’s energy efficiency progranitiatives. The increase in DSM program costs isetated to
the increase in DSM program rate adjustment meshanevenues, as noted above.
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Comparison of six months ended June 30, 2013 and shonths ended June 30, 2012
Utility Operating Revenues

Utility operating revenues during the six monthdeshJune 30, 2013 increased by $32.8 million coetpto the
same period in 2012, which resulted from the follaychanges (dollars in thousands):

Six Months Ended

June 30, Percentage

2013 2012 Change Change
Utility Operating Revenues:
Retail Revenues $ 577,144 $ 573,169 $ 3,975 0.7%
Wholesale Revenues 39,624 11,230 28,394 252.8%
Miscellaneous Revenues 9,818 9,364 454 4.8%
Total Utility Operating Revenues $ 626,586 $ 593,763 $ 32,823 5.5%
Heating Degree Days:
Actual 3,426 2,418 1,008 41.7%
30-year Average 3,379 3,453
Cooling Degree Days:
Actual 355 519 (164) (31.6%)
30-year Average 309 302

Retail revenues increased slightly by 0.7%, prilpatue to a slight increase in the volume of kildtWeours
(“kwh”) sold ($3.8 million). The $3.8 million incese in the volume of electricity sold was primadlye to cooler
temperatures in our service territory during thates heating season in 2013 (as demonstrated by2@teincrease
in heating degree days, as shown above). In canthés was partially offset by cooler temperaturesur service
territory during the early stages of the coolingssn in 2013 (as demonstrated by the 32% decneasmiing
degree days, as shown above).

The increase in wholesale revenues of $28.4 millies primarily due to a 174% increase in the qiyanfikWh
sold ($19.5 million) and a 29% increase in the Wibdg average price per kWh sold ($8.9 million)Ris'$ coal-
fired generation has been called upon by MISO talpce electricity more often during the six morghsled June
30, 2013 versus the comparable period in 2012.e8sribed previously, this was primarily due to @ased natural
gas prices which drove up wholesale electricitggsi
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Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the six months ended Dyr2932 to
the six months ended June 30, 2013 (in millions):

Operating expenses for the six months ended June 3012 $ 521.2
Increase in fuel costs 41.2
Decrease in power purchased (23.2)
Increase in DSM program costs 4.7
Other miscellaneous variances - 7.9
Operating expenses for the six months ended June 31013 $ 551.8

The $41.2 million increase in fuel costs is priyadue to a $34.5 million increase in the quantityuel consumed
as the result of an increase in total electricites volume in the comparable periods. The fudl ioosease also
includes a $6.4 million increase in deferred fumts as the result of variances between estimattdnd
purchased power costs in our fuel adjustment clsesigd actual fuel and purchased power costs. Wgesrerally
permitted to recover underestimated fuel and pwathgpower costs to serve our retail customerstimduates
through the fuel adjustment charges proceedingsthacefore, the costs are deferred and amortizedeixpense in
the same period that our rates are adjusted.

The $23.2 million decrease in purchased power agatsprimarily due to a 61% decrease in the volofrower
purchased during the period ($34.9 million), pdstiaffset by a 52% increase in the market pric@woifchased
power ($11.5 million). As described previously, I®units were called upon more often in 2013, prilpalue to
increased natural gas prices which drove up whigledactricity prices. This reduced the amountletticity IPL
needed to purchase in order to serve its retad teguirements.

The increase in DSM program costs of $4.7 milliwhjch are included inOther operating expensesn our
unaudited condensed consolidated statements ofretwepsive income, is attributed to the continued
implementation of IPL’s energy efficiency progranitiatives. The increase in DSM program costs isadated to
the increase in DSM program rate adjustment meshanévenues, as previously noted.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2013, we had unrestricted cash asld equivalents of $31.4 million and available baing
capacity of $246.9 million under our $250.0 millicommitted revolving credit facility after outstand
borrowings and existing letters of credit. All fll's long-term borrowings must first be approvediy IURC and
the aggregate amount of IPL’s short-term indebtesimeust be approved by the Federal Energy Regulator
Commission (“FERC"). We have approval from FERM&orow up to $500 million of short-term indebtednes
outstanding at any time through July 28, 2014. A3uoe 30, 2013, we also have remaining authoritynfthe
IURC to, among other things, issue up to $75 miliio aggregate principal amount of long-term débbugh
December 31, 2013, and to have up to $250 millfdorgy-term credit agreements and liquidity fa@i
outstanding at any one time. We also have restriston the amount of new debt that may be issuedau
contractual obligations of AES and by financial enant restrictions under our existing debt oblaai We do not
believe such restrictions will be a limiting factarour ability to issue debt in the ordinary cauos prudent
business operations.

We believe that existing cash balances, cash gekeftmm operating activities and borrowing capaoit our
committed credit facility will be adequate for tfiweseeable future to meet anticipated operatipgeses, interest
expense on outstanding indebtedness, recurringatappenditures and to pay dividends to AES. Semifor
principal payments on outstanding indebtednessiandecurring capital expenditures are expectecktottained
from: (i) existing cash balances; (ii) cash gereidtom operating activities; (iii) borrowing cajgwn our

-18 -



committed credit facility; and (iv) additional defiMancing. In addition, due to current and futererironmental
regulations, it is expected that equity capital afito be used as a significant funding source. AESapproved
significant equity investments in IPL for its praggal nonrecurring capital expenditures from 2018ubh 2016;
however, AES is under no contractual obligatioprtovide such equity capital and there can be norasse we
will receive capital contributions in the amountsab the times funding may be required. On JulyZ11,3,
IPALCO received an equity capital contribution @R$L million from AES for funding needs related®t’s
environmental construction program, which IPALC@rihmade the same investment in IPL.

IPL First Mortgage Bonds

In June 2013, IPL issued $170 million aggregateqypial amount of first mortgage bonds, 4.65% Sedas June
2043. Net proceeds from this offering were apprataty $167.6 million, after deducting the initialnohasers’
discount and fees and expenses for the offeringlgayoy IPL. The net proceeds from the offeringawesed in
June of 2013 to finance the redemption of $110imnilaggregate principal amount of IPL first mortgdmpnds,
6.30% Series, due July 2013, and to pay relates] éegoenses and applicable redemption prices. Weasang all
remaining proceeds to finance a portion of our @mrmental construction program and for other gdremgorate
purposes.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakaxitures necessary for prudent utility operatiand
compliance with environmental laws and regulati@sng with discretionary investments designecefdace
aging equipment or improve overall performance. €apital expenditures totaled $86.0 million and $57illion
for the six months ended June 30, 2013 and 20%Reotively, reflecting an increase of $29.0 milliarnich is
primarily due to spending to comply with Mercurydafir Toxics Standards (“MATS”). Construction exgitures
during the first six months of 2013 and 2012 wémnariced primarily with internally generated casbvied by
operations, borrowings on our credit facility, letegm borrowings and, to a lesser extent, fedenattg for IPL’s
Smart Energy Projects.

Our capital expenditure program, including develeptand permitting costs, for the three year pefrioch 2013 to
2015 is currently estimated to cost approximatdig@million (excluding environmental compliance and
replacement generation costs). It includes apprateiy $256 million for additions, improvements andensions to
transmission and distribution lines, substatiomsygr factor and voltage regulating equipment, iistion
transformers, street lighting facilities and Sntamergy Projects. The capital expenditure prograso aicludes
approximately $149 million for power plant relagejects and $22 million for other miscellaneousipment.

In addition to the amounts listed above, IPL plemspend an additional $511 million through 202&leding
demolition costs which are not expected to be ri@feo comply with the MATS rule. Of this amouf456

million is projected to be spent in the three yeariod from 2013 to 2015. In addition, IPL will inccosts for
compliance with other environmental rules. Such am®are more difficult to predict, but are curhgmrixpected to
be less than the expected costs to comply with Mdl&se setEnvironmental Matters — MATSfor more
details). If approved by the IURC, IPL also plan®kpend significant capital on replacement geimraiosts
(please seeUnit Retirements and Replacement Generdtimiow for more details).

Common Stock Dividends

All of IPALCO'’s outstanding common stock is held A#S. During the first six months of 2013 and 204 paid
$29.9 million and $29.6 million, respectively, iividends to AES. Future distributions will be detémed at the
discretion of our board of directors and will deggmimarily on dividends received from IPL. Dividisifrom IPL
are affected by IPL’s actual results of operatidimgncial condition, cash flows, capital requirertse regulatory
considerations, and such other factors as IPL'scbofdirectors deems relevant.
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Pension Funding

We contributed $49.7 million and $17.1 million tetEmployees’ Retirement Plan of Indianapolis Pafvérght
Company and Supplemental Retirement Plan of IngialiPower & Light Company (“Pension Plans”) dgyithe
first six months of 2013 and 2012, respectively. SMerently do not expect to make additional pensiomling
contributions in 2013. Funding for the qualified floyees’ Retirement Plan of Indianapolis Power &Hhti
Company is based upon actuarially determined dmnttdns that take into account the amount deduecfi
income tax purposes and the minimum contributigquired under the Employee Retirement Income SecAxt

of 1974, as amended by the Pension Protection {A20@6, as well as targeted funding levels necgdsameet
certain thresholds. Management does not currerpiga any of the pension assets to be returned ttuting 2013.

Regulatory Matters
Senate Bill 560

In April 2013, Senate Bill 560 became law in IndiarnThis law provides more regulatory flexibility the current
process for reviewing necessary utility system imnpments and determining appropriate rates. S&ih&60
allows utilities to propose a seven-year infragtice plan for distribution, transmission and ster&gthe IURC
and, if the plan is considered reasonable by tiRQlxhe utility could recover its investment inifdies identified
in the plan in a timely manner. In addition, wheditina utilities apply for a change in their bestes, if new rates
are not approved by the IURC within 300 days dfterutility filed its case-in-chief, the bill allathe utility to
implement temporary rates including 50% of the ps#a increase. Such temporary rates would be gubjac
reconciliation implemented via a credit or surclesirgequal amounts each month for six months gfithRC’s
final order established rates were to differ frdva temporary rates previously placed into effebe TURC would
be allowed to extend the 300 day deadline by 6@,day good cause. Both provisions, as well asdalitianal
provision that allows utilities to utilize a forwddooking test year in rate cases, recognize tpdalantensive
nature of the energy industry and seek to redmce lietween a utility’s investment and the oppotyuta recover
the investment through rates.

Environmental Matters

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnazamt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pewnit revocation
and/or facility shutdowns.

MATS

In April 2012, the EPA’s rule to establish maximahievable control technology standards for eachartdmus air
pollutant regulated under the CAA emitted from caxadl oil-fired electric utilities, known as “MATShecame
effective. IPL management has developed a plaortpty with this rule. Most of our coal-fired capgchas acid
gas scrubbers or comparable control technologmsetier, there are other improvements to such cbntro
technologies that are necessary to achieve congglidsnder the CAA, compliance with MATS is requitadApril
16, 2015; however, the compliance period for certaiits, or group of units, may be extended byegparmitting
authorities (for up to one additional year) or thgh a CAA administrative order from the EPA (foo#rer
additional year). In December 2012, Indiana Depantnof Environmental Management (“IDEM”) grantedree-
year extension covering all coal-fired units atdiag Street and Eagle Valley, in addition to Unard Unit 4 at
Petersburg. In February 2013, IDEM granted a thmeath extension on Petersburg Unit 2.

We have reviewed the impact of the MATS rule artthete additional expenditures related to this fate
environmental controls for our baseload generatinits to be approximately $511 million through 20&gcluding
demolition costs which are not expected to be riatén August 2012, we filed our original MATS plgetition
and a request with the IURC for a Certificate obRuConvenience and Necessity (“CPCN?”) for thedtiation of
emission controls to comply with the MATS rule. eBe filings detail the controls we plan to addédoteof our five
baseload units, including four at our Petersburmegating station and one at our Harding Streetrgging station.
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A hearing with the IURC was held on this matteApril 2013, and IPL expects to receive an ordenfithe IURC
within the next month. We will seek and expectaoaver through our environmental rate adjustmerahaeism,
all operating and capital expenditures relatedbtomiance with MATS; however, there can be no amste that we
will be successful in that regard. Recovery of ¢hessts is expected to be sought through an Inditate that
allows for 100% recovery of qualifying costs thrbugrate adjustment mechanism.

Several lawsuits challenging the MATS rule havenbided and consolidated into a single proceediefpie the
U.S. Court of Appeals for the District of Columitarcuit. We cannot predict the outcome of thigktiion.

Environmental Wastewater Requirements

In August 2012, IDEM issued National Pollutant iaoge Elimination System (“NPDES”) permits to tk |
Petersburg, Harding Street, and Eagle Valley ge¢ingratations, which became effective in Octobet2(INPDES
permits regulate specific industrial wastewater stodm water discharges to the waters of Indiarmeuections
402 and 405 of the Federal Water Pollution Coniatl These permits set new water quality baseddese
acceptable metal effluent water discharges foPiersburg and Harding Street facilities, as wehanitoring and
other requirements designed to protect aquaticiféh full compliance with the new metal effludimits required
by October 2015. In April 2013, IPL received anesdion to the compliance deadline through Septe2bEr as
part of an agreed order with IDEM.

IPL is conducting studies to determine what operei changes and/or additional equipment will lmpiired to
comply with the new limitations. In developing @smpliance plans, IPL must make assumptions abeut t
outcomes of future Federal rulemakings with respeecbal combustion residuals, cooling water intakd
wastewater effluents. We will seek and expect tover through our environmental rate adjustmentharism,
any operating or capital expenditures related topl@nce with these NPDES permit requirements. Rexgoof
these costs is expected to be sought through aaniadtatute that allows for 80% recovery of quaii costs
through a rate adjustment mechanism with the retlesirecorded as a regulatory asset to be consifiered
recovery in the next base rate case proceedingeWenvthere can be no assurances that we will igesaful in that
regard. In light of the uncertainties at this time, cannot predict the impact of these permit nesménts on our
consolidated results of operations, cash flowdinancial condition, but it is expected to be matier

In April 2013, EPA announced proposed rules to cedoxic pollutants discharged into waterways by@oplants
commonly known as “Effluent Limit Guidelines” or LEs.” The proposed ELGs are intended to update the
existing technology-based rules for controlling tligcharge of pollutants from various waste streass®ciated
with steam electric generating facilities. It i tearly to determine whether the impacts of thespgsed ELGs, if
and when they become final, will materially imp#L or its current NPDES permits. Under a conseutee, EPA
is required to finalize the ELGs by May 2014.

Climate Change Legislation and Regulation

On June 25, 2013, the President of the United Sthitected the EPA to issue a new proposed ruddbksting New
Source Performance Standards for carbon dioxid®4{"®emissions for newly constructed fossil-fueledattic
utility steam generating units (‘EUSGUSs") largeath25 MW by September 20, 2013, and to issue arfitain a
timely fashion after considering all public comnenThe EPA subsequently indicated its intentioissoe a new
proposed rule to address GHGs from newly constduftiesil-fueled power plants.

In his June 25, 2013 announcement, the Presideanticipated, also directed the EPA to issue riandsirds,
regulations, or guidelines, as appropriate, thdtess CQemissions from existing power plants. The Preagide
directed the EPA to (i) issue a proposed rule meJiy 2014; (i) issue a final rule by June 1, 2Gi (i) require
that States submit their implementation plans té B no later than June 30, 2016.

It is impossible to estimate the impact and conmuiéacosts associated with any future EPA regulatamplicable
to new, modified or existing EUSGUs until such regions are finalized; however, the impact, inchglthe
compliance costs, could be material to our conatdid financial condition or results of operations.
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Summary

Environmental laws and regulations presently regjug to incur material capital expenditures andatpey costs.
We expect to incur material costs, both in cagitgdenditures and ongoing operating and mainteneosts, to
comply with MATS (up to $511 million in capital egpditures through 2016, excluding demolition cegtich are
not expected to be material, as discussediATS above) and NPDES, and, to a lesser extent tolwig cannot
predict, other expected environmental regulati@tsted to: coal combustion byproducts; cooling wattake;
Polychlorinated Biphenyl-containing equipment; Maal Ambient Air Quality Standards; and wastewafiuent
rules. In addition, the combination of existing angbected environmental regulations and other enantactors
make it likely that we will temporarily or permarinretire or repower several of our existing, paiity coal-fired,
smaller and older generating units within the remxteral years (the total estimated cost of thesjeqs is $667
million, as discussed inJnit Retirements and Replacement Generdtimiow). We would expect to seek recovery
of both capital and operating costs related taah compliance, although there can be no asswainaewe would
be successful in that regard.

Unit Retirements and Replacement Generation

In the second quarter of 2013, IPL retired in plfiee oil-fired peaking units with an average ldéapproximately
61 years (approximately 168 MW net capacity inljoialthough these units represented approximaiétyof IPL’s
generating capacity, they were seldom dispatched IO in recent years due to their relatively higheoduction
cost and in some instances repairs were neededctirdance with FERC accounting guidelines anddstahutility
practice for composite depreciation, these retirgmerere recorded as a reduction of $19.8 millmhdth ‘Utility
Plant in Service"and ‘Accumulated Depreciationdn our unaudited condensed consolidated balanegsshvth
no gain or loss recognized.

In addition to the units recently retired, IPL ts&veral other generating units that we expecttierer refuel in the
next few years, primarily due to the MATS rule. $haunits are primarily coal-fired and represent WX of net
capacity in total. To replace this generation, priR2013, IPL filed a petition and case-in-chietiwthe IURC
seeking a CPCN to build a 550 to 725 MW combinedecgas turbine (“CCGT”) at its Eagle Valley Statisite in
Indiana and to refuel Harding Street Station Ukitsxd 6 from coal to natural gas (106 MW net cagaach). The
total estimated cost of these projects is $6674anilllPL is seeking authority to accrue post invgar allowance for
debt and equity funds used during construction,tardkfer the recognition of depreciation experfsb® CCGT
until such time that IPL is allowed to collect aum and depreciation expense on the CCGT. If aggutothe
CCGT is expected to be placed into service in Al 7 and the refueling project is expected todraptete by
April 2016. For the refueling project, we are resfirgg timely recovery of 80% of the revenue reguieat of these
federally mandated costs under Senate Bill 251 dmfeirral of the remaining 20% until the resolutadra base rate
case filed with the IURC. If the Harding Street tdrb and 6 are not refueled, they will likely neede retired
because it is currently not economical to instafiteols on those units to comply with MATS. If weceive
approval for the CCGT, the costs to build and ofgetlae equipment would be recoverable only by likhg a base
rate case with the IURC.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.
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ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdteatiesigned to ensure that information requindsktdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiechia Securities and Exchange Commission’s rules amadsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig the
principal executive officer and principal financaéfficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Act RuBzs115(e) and 15-d-15(e)), as required by paragfiapbf the
Exchange Act Rules 13a-15 or 15d-15, as of Jun@@D3. Our management, including the principal atee
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthadisclosure controls or our internal controleiofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andaipd, can
provide only reasonable, not absolute, assurarateétth control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thatehame resource constraints, and the benefits dfasmmust be
considered relative to their costs. In additiory emaluation of the effectiveness of controls ikjeat to risks that
those internal controls may become inadequatetindiperiods because of changes in business comglitr that
the degree of compliance with the policies or pdutes deteriorates. We have interests in certaipnsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures vesipect to such
entities is generally more limited than those wentaan with respect to our consolidated subsidarie

Based upon the controls evaluation performed, theipal executive officer and principal financifficer have
concluded that as of June 30, 2013, our disclosomé&ols and procedures were effective to provasonable
assurance that material information relating tamd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodgi§ipd in the Securities and Exchange Commissionlss and
forms and that such information is accumulated @mmunicated to the principal executive officer gnithcipal
financial officer, as appropriate, to allow timalgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aamistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBated
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialortpg identified in connection with the evaluatimyuired by
paragraph (d) of the Exchange Act Rules 13a-1%dr1l5 that occurred during the six months endeé By 2013
that have materially affected, or are reasonakblyito materially affect, our internal controlsemfinancial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please see Note 8Commitments and Contingenciesd The Financial Statements for a summary of icamt
legal proceedings involving us. We are also suligoputine litigation, claims and administrativepeedings
arising in the ordinary course of business, nonela€h we believe, based on currently availablerimfation, will
result in a material adverse effect on our reqfltsperations, financial condition, or cash flows.

ITEM 1A. RISK FACTORS

There have been no material changes to the ristrfaas previously disclosed in IPALCO’s Annual Ben
Form 10-K for the year ended December 31, 2012.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibit No.

Document

4.1

31.1
31.2

32
101.INS
101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

Sixty-First Supplemental Indenture, dated aluok 1, 2013

Certification by Chief Executive Officer recgd by Rule 13a-14(a) or 15d-14(a)

Certification by Principal Financial Officerquired by Rule 13a-14(a) or 15d-14(a)

Certification required by Rule 13a-14(b) or 1BHb)

XBRL Instance Document (furnished herewtprovided in Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Schema Documemhi$hed herewith as provided in Rule 406T of
Regulation S-T)

XBRL Taxonomy Extension Calculation LinkleaBocument (furnished herewith as provided in
Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Definition LinkbaSecument (furnished herewith as provided in
Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Label Linkbase Dowent (furnished herewith as provided in Rule
406T of Regulation S-T)

XBRL Taxonomy Extension Presentation LigkbBocument (furnished herewith as provided in
Rule 406T of Regulation S-T)
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be
signed on its behalf by the undersigned thereunlp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date:_ August 7, 2013 /sl Kelly M. Himgiton
Kelly M. Huntington
President
(Principal Executive Officer)

Date:_ August 7, 2013 /s/ Craig L. Jark
Craig L. Jackson
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

[, Kelly M. Huntington, certify that:

1.
2.

| have reviewed this quarterly report on Form 18fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not corBajnuntrue statement of a material fact or omsitéde
a material fact necessary to make the statemerde,nralight of the circumstances under which such
statements were made, not misleading with respebiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash floivhe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdRAitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchangé Rales 13a-15(f) and 15d-15(f)) for the registrand
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiaangare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over
financial reporting to be designed under our sug@m, to provide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficéal reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registrant’s internal castover financial reporting.

Date: August 7, 2013 /s/ Kelly M. Huntington

Kelly M. Huntington
President
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Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

I, Craig L. Jackson, certify that:

1.
2.

| have reviewed this quarterly report on Form 18fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not corBajnuntrue statement of a material fact or omgtéde
a material fact necessary to make the statemerde,nralight of the circumstances under which such
statements were made, not misleading with respebiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash floivhe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdRAitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchangé Rales 13a-15(f) and 15d-15(f)) for the registrand
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiaangare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over
financial reporting to be designed under our sug@m, to provide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficéal reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

Date: August 7, 2013 /s/ Craig L. Jackson

Craig L. Jackson
Chief Financial Officer
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Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-14§) of the Securities Exchange Act of 1934 and Puraat to
Section 1350 of Chapter 63 of Title 18 of the UniteStates Code as adopted pursuant to Section 906thé
Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Quarterly Report on Foi@aQ for the
period ended June 30, 2013 (the “Report”) for thippse of complying with Rule 13a-14(b) or Rule 11Zb) of
the Securities Exchange Act of 1934 and Sectio® I8%_hapter 63 of Title 18 of the United Statesi€o

Kelly M. Huntington, President and Craig L. JacksGhief Financial Officer of IPALCO Enterprisescin
(“IPALCQ"), each certifies that, to the best of loisher knowledge:
1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchange A
of 1934; and
2. The information contained in the Report fairly mets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date: August 7, 2013 /s/ Kelly M. Huntington
Kelly M. Huntington
President

Date: August 7, 2013 /sl Craig L. Jackson

Craig L. Jackson
Chief Financial Officer

A signed original of this written statement reqditey Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.
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